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Repurchases from the Fund by United Kingdom and France 


Repurchase by United Kingdom 


On October 27, the United Kingdom repurchased 
from the International Monetary Fund the equivalent 
of $83,170,736.33, thus completing the repayment of 
the drawing of $561,470,000 that had been agreed by 
the Fund in December 1956. This drawing was part of 
a larger operation totaling $1,300 million, which in- 
cluded a stand-by arrangement authorizing the United 
Kingdom to draw an additional $738,530,000 from the 
Fund during the following 12 months. Although the 
stand-by arrangement was renewed twice, in Decem- 
ber 1957 and in December 1958, no drawings were 
made, and it was finally terminated in December 1959. 

At the time of the drawing in 1956, the United 
Kingdom undertook to make repayment not later than 
three to five years after the drawing. In December 1958, 
the U.K. Government notified the Fund that it would 
repay $200 million before the end of April 1959 and 
the outstanding balance in monthly installments during 
1960 and 1961. The U.K. Government also stated that it 
would review the position in November of each year and 
accelerate the repayments if the position warranted it. 

The United Kingdom duly repaid $200 million in 
March 1959, and in addition to the monthly repayments 
of $14 million which were made as agreed from Janu- 
ary to July 1960, the outstanding balance was reduced 
by $65 million by purchases of sterling from the Fund 
on the part of Argentina, Brazil, Iceland, Iran, South 
Africa, Spain, and the Sudan. At the end of July 1960, 
about $210 million (including service charges) remained 
to be paid. 

As the gold and dollar reserves of the United King- 
dom increased under the impact of the strong flow of 
funds to the London market, the Government decided 
to accelerate the repayments; $70 million was repaid in 
August, $56 million in September, and the final repay- 
ment of $83,170,736.33 in the last week of October. 
Thus in less than four years repayment has been com- 
pleted of the largest transaction in which the Fund 
has so far engaged. 

During October the United Kingdom also repaid 
£5 million on account of previous debts to the European 
Payments Union. Despite those special payments, U.K. 


reserves of gold and convertible currency rose during 
the month by £11 million; at the end of October, they 
amounted to £1,121 million. 


Repurchase by France 


The International Monetary Fund on November 3 
received a payment from the Government of France 
amounting to approximately $131,085,000, of which 
$116,700,050 was in gold and $14,384,942 in 
U.S. dollars. Drawings of U.S. dollars, amounting to 
$262,500,000, were made by France during the period 
February-June 1957 under a stand-by arrangement 
agreed in October 1956. A second stand-by arrange- 
ment, for $131,250,000, was entered into in Janu- 
ary 1958. Under this arrangement, $86,250,000 was 
drawn in U.S. dollars and $45,000,000 in deutsche mark. 


Early in 1958 the French Government put into effect 
a fiscal and monetary program directed toward rehabili- 
tation of the country’s financial position, as a basis for 
subsequent liberalization of French foreign trade and 
payments. The assistance of the Fund in this program 
was supplemented by financial facilities from the 
Organization for European Economic Cooperation and 
the U.S. Government. 


The policies inaugurated in France in 1958 led to 
internal balance, with greater stability of prices, and to 
a marked improvement in the balance of payments. 
At the end of 1958, France participated in the move by 
14 European countries to establish external converti- 
bility of their currencies. Larger foreign exchange 
earnings have made possible substantial increases in 
reserves and in repayments of foreign liabilities. 

The first French repayment to the Fund, amounting 
to $200,000,000, was made in November 1959; this 
was followed by a repayment of $50,000,000 in 
May 1960. The-outstanding balance was also reduced 
to the extent of $17,500,000 by purchases of French 
francs from the Fund on the part of Spain and Brazil. 
The present payment of $131,085,000 completes the 
repayment of the drawings, plus service charges. 
Sources: International Monetary Fund, Press Releases, 

Washington, D.C., November 3, 1960; The 
Times, London, England, November 3, 1960. 
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IMF Stand-By Arrangements with Colombia and Nicaragua 


The International Monetary Fund announced on 
November 7 that it had entered into stand-by arrange- 
ments with Colombia and Nicaragua. 


The arrangement with Colombia authorizes drawings 
up to US$75 million for a period of one year from No- 
vember 1, 1960. The arrangement was made in support 
of a Colombian program designed to insure substantial 
domestic price stability and continued repayment of the 
country’s short-term foreign liabilities, and to provide 
additional balance of payments resources should they 
be needed. Over the past 12 months, Colombia main- 
tained, but did not draw upon, the $41,250,000 which 
the Fund had authorized for drawings under a stand-by 
arrangement (see this News Survey, Vol. XII, p. 141). 
During’ that period the country repaid more than 
$47 million net of its foreign indebtedness without any 
reduction in its international reserves. A stabilization 
program based on policies of fiscal and credit restraint 
helped to slow down the rate of domestic price increase 
and of monetary expansion, and a considerable measure 
of exchange rate stability was achieved. The Colombian 


authorities have stated that, while pursuing their 
objective of a balance of payments surplus, they will 
not increase their reliance on import restrictions and 
prohibitions. 

The arrangement with Nicaragua permits drawings of 
up to $7.5 million during the next 12 months. Nica- 
ragua’s foreign exchange position, which is affected by 
a seasonal decline in exports of cotton and coffee at this 
time of year, has been further weakened by adverse 
weather conditions and high government expenditures. 
The Nicaraguan authorities are taking measures in the 
fiscal and credit fields to limit the outflow of reserves 
during the rest of 1960. An improved export outlook 
for next year suggests an increase in these reserves in 
1961. On three previous occasions Nicaragua has 
drawn from the Fund; all of these drawings have been 
repaid. The Fund will remain in close contact with the 
Nicaraguan Government while the current stand-by 
arrangement is in effect. 

Sources: International Monetary Fund, Press Releases, 
Washington, D.C., November 7, 1960. 





Development Loan Fund Agreements 


The U.S. Development Loan Fund has announced 
that the following loan agreements have been signed 
during the past two months: September 9, $2.8 million 
to the Empresa Nacional de Energia Eléctrica, an agency 
of the Honduran Government, to provide part of the 
cost of completing a hydroelectric project near the 
Rio Lindo; September 16, $23 million to assist in estab- 
lishing a plastics and chemicals plant near Zagreb, 
Yugoslavia; September 19, $70 million to the Govern- 
ment of Pakistan, the proceeds of the loan to accrue to 
the Indus Basin Development Fund (see this News 
Survey, Vol. XII, p. 501); September 30, $20.5 million 
to the Taiwan Power Company, for an extension to the 
Nanpu steam power plant at Kaohsiung; October 4, 
$5 million to the Industrial Bank of the Syrian Region 
of the United Arab Republic, to provide medium-term 
and long-term financing to private industries in imple- 
mentation of the Region’s Five-Year Industrial Plans; 
October t1, $18 million to the Government of Tunisia 
for the Oued Nebana project, which will provide irri- 
gation and municipal water supplies in central Tunisia; 
October 12, $2.5 million to help to provide the Syrian 
Region of the United Arab Republic with a long-distance 
telephone and telegraph system; October 24, $200,000 
to the privately owned Edfina Company of Alexandria, 
Egypt, to help to expand and improve its vegetable and 
fruit canning and shrimp freezing operations, one of the 
priority projects in the first Five-Year Industrial Plan of 
the Egyptian Region of the United Arab Republic; 


November 2, $17.5 million to the Government of 

Viet-Nam, to assist in improving and expanding the 

water supply of the Saigon metropolitan area. 

Sources: Development Loan Fund, Press Releases, 
Washington, D.C., September 9, 16, 19, and 
30, October 4, 11, 12, and 24, and Novem- 
ber 2, 1960. 


Europe 
The Commonwealth and the Common Market 


The Australian Treasurer, Mr. Holt, has told the Par- 
liament that the U.K, Government has assured Australia 
of full consultation on developments arising from the 
European Common Market which might affect Aus- 
tralia. At the recent meeting of the Commonwealth 
Economic Consultative Council in London, the oppor- 
tunity was taken to ascertain the general views of the 
Commonwealth countries toward the possibility of the 
United Kingdom entering into any mutually acceptable 
scheme with the countries of the European Economic 
Community (EEC). Mr. Holt indicated that the U.K. 
Government made it quite clear that it had no definite 
proposal to put forward and that no proposal had been 
submitted to it by any of the European countries. The 
Government had said that in any future discussions it 
would have in mind its relations with other countries of 
the Commonwealth and the problems that might arise, 
its relations with its associates in the European Free 
Trade Association (EFTA), and the problems of its 
own agriculturists. 
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The President of the U.K. Board of Trade, Mr. 
Maudling, recently commented that, if the trading prob- 
lems in Europe could be solved by some decision by 
the U.K. Government, it would be a great blessing; but, 
in fact, the problem is by no means so simple. He 
stressed that the Government believes that a single 
European trading system is of fundamental importance 
to the British economy and to the whole of Europe. 
At the same time, the Government believes that it is in 
no one’s interest, either in Britain or on the Continent, 
to achieve such unity at the cost of breaking the ties 
between Britain and the Commonwealth. He added that 
recently there have been some encouraging moves 
toward reopening negotiations for a European settle- 
ment. The German Government has been holding dis- 
cussions with its colleagues in the EEC; and the British 
Government has been holding discussions with the Com- 
monwealth and with its partners in EFTA in order to 
be absolutely clear about their interests, hopes, and 
fears in the current situation. Mr. Maudling said that 
what both sides are seeking is a new basis for 
negotiation. 


The U.K. Home Secretary, Mr. Butler, has said that 
the agricultural policy of the EEC would not be suitable 
for Britain. If it were adopted, Britain’s present system 
of agricultural support could no longer be maintained. 
Also, prices would rise, and this would have a detri- 
mental effect on the U.K. competitive position in export 
markets. The United Kingdom, he said, had joined 
EFTA because in the agreement between that group of 
countries agricultural goods are specifically excluded 
from the rules relating to freedom of trade and compe- 
tition, and each country is free to maintain its own 
system of agricultural protection. Furthermore, there 
are no provisions for a common external tariff; the 
adoption of such a tariff by the United Kingdom would 
mean a radical alteration in its present trading arrange- 
ments within the Commonwealth and quite possibly a 
consequent weakening of other, less tangible, ties that 
bind the Commonwealth together. Mr. Butler stated that 
“there are, of course, many reasons why some agreement 
between the two groups is desirable—if not essential— 
and the British Government is actively working to 
that end.” 

Sources: Australian Financial Review, Sydney, Aus- 
tralia, October 27, 1960; The Financial Times, 
London, England, October 28 and 31, 1960. 


London Gold Price 


The price of gold on the London market remained 
fairly steady, at about $36 per fine ounce or a few cents 
higher, during the week ended November 4. The only 
substantial variation from that price occurred on Thurs- 
day, November 3, when the price at fixing was $36.25. 
The next day, however, the closing prices were $36 bid, 


$36.20 asked. On Monday, November 7, the price at 
fixing was $35.90. 


In the earlier stages of the recent movements in the 
price of gold, which began about mid-October, some 
sales were reported at prices in excess of $40 an ounce 
(see this News Survey, Vol. XII, p. 545). The highest 
representative price in the London market, i.e., the 
price at which a sizable volume of transactions took 
place, was about $38.50; the price at daily fixings never 
exceeded $38. The daily sales of the Bank of England, 
acting as agent for the South African Reserve Bank, 
have been supplemented by considerable profit-taking. 


Until the October upsurge, prices on the London mar- 
ket for more than two years had varied by no more than 
a few cents from the U.S. official price of gold. 


Sources: The Times, London, England, November 4, 
1960; The Wall Street Journal, November 7, 
1960, and The Journal of Commerce, Novem- 
ber 8, 1960, New York, N.Y. 


U.K. Investment Overseas 


The Board of Trade has published the first results of 
its inquiry into the movement of direct investment and 
earnings into and out of the United Kingdom. The 
inquiry, which excludes portfolio investment and the 
operations of oil and insurance companies, has been 
proceeding for a considerable time with the cooperation 
of some 4,000 firms; it is part of a general attempt to 
improve the balance of payments statistics. Returns 
will be collated regularly, and it is hoped that data about 
investment will thus be available for the quarterly bal- 
ance of payments estimates. The first returns show 
that net U.K. income from direct investment abroad 
amounted to £102 million in 1958 and £89 million 
in 1959. New U.K. direct investment abroad in 1958 
exceeded foreign investment in the United Kingdom-by 
£58 million; an excess of about the same amount is 
estimated for 1959, but a number of U.S. bids for 
U.K. companies may have reduced the net outflow from 
the United Kingdom to £38 million or less. 


The area classification shows that the greater part of 
U.K. investment and investment income relates to other 
sterling area countries. Gross foreign investment by the 
United Kingdom in 1958 amounted to £145 million, of 
which 55 per cent went to the sterling area. Investment 
income gross receipts in 1958 totaled £196 million, of 
which 64 per cent was from the sterling area. As far as 
foreign investment in the United Kingdom is concerned, 
the United States in 1958 accounted for 70 per cent of 
total new foreign investment and 74 per cent of total 
foreign investment income. 

Source: The Financial Times, London, England, Octo- 
ber 7, 1960. 
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Employment and Wages in The Netherlands 


The intense economic activity in the Netherlands 
since the spring of 1959 has been accompanied by an 
increasing shortage of labor. At the end of September 
1960, the number of registered unemployed was 32,000, 
which is barely 1 per cent of the active population, 
while the number of unfilled vacancies was 104,000 on 
the same date. The remaining unemployment is largely 
structural and is concentrated in the less developed 
northern and southern regions. In the industrialized 
parts of the country, the strains on the labor market 
have been growing, and the ensuing wage demands are 
a potential source of inflationary pressure. 


In June 1959, the Government introduced a system 
of “differentiated” wages, by which the wage increases 
that the Government would allow in the future would 
be linked to increases in productivity in individual 
enterprises or branches of industry (see this News 
Survey, Vol. XII, p. 12). It prescribed (1) that wage 
increases exceeding the national long-run increase in 
productivity would be allowed only in industries where 
productivity is rising faster than average, and on con- 
dition that they are accompanied by decreases in the 
prices of finished products, and (2) that, in principle, 
the differentiated wage increases would not be passed 
on in the form of higher prices; price increases would be 
authorized only where costs other than wages had 
increased. 


Negotiations for differentiated wage increases took 
place in most industries and enterprises, starting in 
August 1959. By April 1960, about 2.4 million em- 
ployees, constituting some 70 per cent of the total labor 
force and about 90 per cent of all employees covered by 
collective labor contracts, had been granted “differen- 
tiated” wage increases averaging 5 to 6 per cent. Since 
the conclusion of the new agreements, which generally 
are valid for two years, was spread over a period of 
nearly a year, a sudden general increase in wages and 
purchasing power was avoided. Prices have remained 
virtually stable despite a sizable increase in consumption, 
even after a further general “compensatory” wage in- 
crease, averaging 3.5 per cent, was granted on April 1, 
1960 following the rise in controlled rents and in con- 
sumer prices of milk. At present, however, there is little 
room for further wage increases without endangering 
price stability. When new wage demands, based on a 
further rise in productivity, were made in the metal- 
working industries in September, the Government stated 
that it would not allow wage increases by revision of 
collective wage contracts before their expiration, on the 
ground that granting a new wage increase in an impor- 
tant sector of the economy would almost inevitably be 


followed by similar demands in other sectors and this 
might start a wage-price spiral. At the same time, how- 
ever, the Government continues to welcome schemes for 
increased participation of employees in company profits 
and for the promotion of savings through special em- 
ployer premiums. 
Sources: Netherlands Parliamentary Documents 1959- 
1960, I 5524 and III 5875, and Central Bu- 
reau of Statistics, Statistisch Bulletin, No. 77, 
1960, The Hague, Netherlands; De Neder- 
landsche Bank N.V., Report for the Year 
1959, April 26, 1960, and De Tijd-Maasbode, 
September 27, 1960, Amsterdam, Nether- 
lands; Nieuwe Rotterdamse Courant, Rotter- 
dam, Netherlands, September 15, 16, and 
29, 1960. 


Bank for Netherlands Municipalities 


The Bank for Netherlands Municipalities, which acts 
as the principal financing agent of provinces and munici- 
palities, floated five f. 100 million loans in the domestic 
capital market during the first nine months of 1960. 
Each of these loans is for 25 years and bears interest 
at 4% per cent. The two loans in the first quarter 
of 1960 were issued at 98; the third loan, in July, 
at 9914; and the remaining two loans at 9942, one 
in August and the other in September. All the loans 
were heavily oversubscribed. The fact that the terms of 
the later loans were slightly less favorable to investors 
reflects a decline in long-term interest rates in the 
Netherlands. 

The purpose of the extensive borrowing activity of 
the Bank for Netherlands Municipalities in recent years 
has been to help local authorities fund the short-term 
debt contracted by them in 1956-57; such debt rose 
from f. 0.2 billion at the end of 1955 to f. 2.1 billion at 
the end of 1957. The tightness of the capital market in 
those years and the 4% per cent limitation on long-term 
borrowing by the local authorities forced them to 
finance a large part of their capital expenditure for pub- 
lic works, and particularly for housebuilding, by short- 
term loans. To stop this inflationary financing, the 
Central Government in 1958 took over the primary 
responsibility for the financing of housebuilding for the 
municipalities, and ordered a reduction in the capital 
expenditure of the local authorities. Since 1958, the 
Bank for Netherlands Municipalities, which is not sub- 
ject to the aforementioned interest rate limitations, has 
taken advantage of the liquidity prevailing in the capital 
market to raise substantial long-term funds to help local 
authorities to consolidate their floating debt and finance 
their capital expenditure. At the end of 1959, the debt 
had been reduced to about f. 1.0 billion, and it is 





INTERNATIONAL FINANCIAL NEWS SURVEY, November 11, 1960 565 


expected that the recent issues of the Bank will allow 

further funding of the short-term debt, to some 

f. 700 million. 

Sources: Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, and De Tijd-Maasbode and Het 
Financieele Dagblad, Amsterdam, Nether- 
lands, various issues, 1960; De Nederlandsche 
Bank N.V., Report for the Year 1958, 
April 21, 1959, and 1959, April 26, 1960, 
Amsterdam, Netherlands; The Times, Lon- 
don, England, August 31, 1960. 


Norwegian Government Loan in Switzerland 


A Swiss bank consortium represented by Swiss Credit 
Bank, Ziirich, has underwritten a Norwegian Govern- 
ment bond issue of Sw F 50 million, offered for public 
subscription at par on November 8. The loan is for 
15 years, but Norway is free to repay it completely or 
in part after 8 years. The interest rate is 442 per cent. 
This is the least expensive loan that Norway has 
obtained in recent years. Including fees and certain 
taxes, the effective interest cost will be about 5 per cent. 


The loan is not earmarked for any special purpose 
but is an ordinary foreign loan for strengthening Nor- 
way’s foreign exchange holdings. It is the first loan 
obtained by the Norwegian Government in Switzerland 
since World War II; the City of Oslo, however, has 


borrowed twice on the Swiss market in the postwar 
period. 


Including this new loan, the Norwegian Government 
has borrowed a total of NKr 2.4 billion (US$336 mil- 
lion) since World War II; NKr 700-800 million has 
been publicly subscribed, the World Bank has provided 
NKr 700 million, and the remainder consists of various 
special loans. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, November 5, 1960. 


Five-Year Credit Agreement in Norway 


During preliminary discussions in the autumn of 1958 
of the draft of an agreement between the authorities and 
the credit institutions in Norway on monetary and 
credit policy in 1959, the commercial banks expressed 
the view that there was a need for an inquiry into the 
use and application of instruments of monetary policy. 
Their belief was that, even if the agreements between 
the authorities and credit institutions had produced satis- 
factory results during the years 1956-58, such agree- 
ments alone could not be expected to form a permanent 
basis for monetary and credit policy. Accordingly, on 
December 27, 1958 the Ministry of Finance requested 
the Joint Consultation Council to prepare a study and 
submit a report before April 1, 1959. Discussion in the 
Council revealed sharp differences of opinion as to the 
use of various instruments of monetary policy. It was 


evident, however, that both the credit institutions and 
the authorities strongly supported continuation of the 
Council as a forum for the discussion of monetary and 
credit policy questions. Therefore, a so-called “frame- 
work” agreement was reached by representatives of the 
Ministry of Finance, the Bank of Norway, and the 
private credit institutions on guiding principles for credit 
policy in the period 1960-64. At the same time, the 
Council recommended that a committee be appointed 
without delay to discuss the basic principles of monetary 
policy and to prepare a report for submission to the 
Storting. 


The framework agreement is based on the same gen- 
eral principles as the agreement for 1960 (see this 
News Survey, Vol. XII, p. 248), and its main features 
are as follows: The liquidity of the credit system is to 
be maintained at a level no higher than adequate for a 
justifiable growth in the volume of credit. To attain this 
objective, the credit institutions have given undertakings 
regarding their holdings and purchases of government 
and government-guaranteed bonds, and the Bank of 
Norway has undertaken to supply liquidity, if necessary, 
by purchasing bonds and providing short-term loans. 
Rates of interest and other terms of new government 
loans will continue to be fixed, as in recent years, by 
agreement, and the terms are to continue to be regarded 
as norms for interest on mortgage loans and on other 
bond issues. Control over the floating of bond issues is 
to be retained. Changes in credit institutions’ interest 
rates for deposits and advances are to be made only 
after advance discussion in the Council. The agreement 
provides that guiding principles for the lending activities 
of the credit institutions be established annually. In 
addition, should the implementation and observance of 
the agreement, or economic developments, deviate sub- 
stantially from the assumptions, the parties to the agree- 
ment may call for new negotiations in the Council. 


Although it has been considered justifiable to base 
the agreement on the assumption that liquidity in the 
banking system is now adequate only to finance a mod- 
erate increase in bank loans, the authorities believe that 
they must be prepared, in special circumstances, to 
counteract an undesirable credit expansion by the use 
of instruments other than those mentioned in the 
“framework” agreement. The representatives of the 
authorities have therefore proposed an arrangement 
whereby the savings banks and commercial banks may 
be required to maintain not only the minimum reserves 
with the Bank of Norway that are specified in the 
Act of June 28, 1952, but also reserves calculated as a 
percentage of the increase in their loans. It is assumed 
that the committee which has been proposed to conduct 
the inquiry will also discuss the advisability of including 
in future legislation such a system of reserve require- 
ments. The representatives of the private credit insti- 
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tutions have agreed that, if a situation should arise which 

would make it unwise to await the committee’s recom- 

mendations, a scheme of this nature could be introduced 

at short notice. 

Source: Norges Bank, Bulletin, Oslo, Norway, Octo- 
ber 10, 1960. 


Sweden's Balance of Payments Deficit 


Sweden’s balance of payments on current account in 
the first half of 1960 showed a deficit of SKr 512 million 
(US$99 million); in the same period of 1959, there 
had been a surplus of SKr 58 million. The trade deficit 
rose from SKr 402 million in January-June 1959 to 
SKr 1,012 million in the first six months of this year; 
net revenue from foreign shipping increased from 
SKr 590 million to SKr 630 million; and the deficit in 
other current payments, net, remained unchanged at 
SKr 130 million. The net result of capital transactions 
was an outflow of SKr 50 million, compared with an 
inflow of SKr 8 million in the first half of 1959. 

Sweden's aggregate foreign exchange reserves declined 
by SKr 415 million in the first six months of this year, 
to SKr 2,633 million ($510 million) at the end of June; 
in the first six months of 1959, they had risen by 
SKr 43 million. 

Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, November 4, 1960. 


Swedish Savings Bonds 

The Swedish Government is issuing a new type of 
savings bond called “Spar 60.” Subscriptions may be 
made from October 31 to December 15, 1960, and 
the bonds may be purchased by private persons only. 
The bonds will carry the name and address of the 
investor, and they may not be transferred or used as 
security for loans. 

The bonds have a currency period of 74% years, but 
they may be redeemed at any time at cost plus accumu- 
lated interest. The interest rate, which starts at 4%4 per 
cent, is progressive, and interest will be cumulated, the 
first time on December 1, 1961 and thereafter every 
month. When the bonds fall due on July 1, 1968, each 
SKr 100 bond will be worth SKr 150, corresponding to 
an average interest rate of 5.55 per cent. The offering 
of this new type of bond is an attempt to popularize 
the holding of bonds by individuals. The bonds are 
to be issued in the following denominations: SKr 100, 
SKr 500, SKr 1,000, and SKr 5,000. No person may 
purchase more than a total of SKr 25,000. 

The Government intends to introduce a bill in the 
Riksdag requesting changes in the tax laws, in order that 
holders of “Spar 60” bonds may benefit from the rules 
for tax exemption in respect of income from capital. 
Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 28, 1960. 


German Foreign Trade 
Germany’s imports in September amounted to 
DM 3,378 million (US$810 million); exports totaled 
DM 3,887 million. Imports were 9.3 per cent, and 
exports 8.7 per cent, more than in September 1959. 
The trade surplus in September this year was 
DM 509 million, compared with DM 204 million in 
August 1960 and DM 484 million in September 1959. 
In the first three quarters of 1960, imports totaled 
DM 31 billion, an increase of 21.3 per cent over the 
corresponding period of 1959. Exports in the first nine 
months of 1960 were DM 34.5 billion, 17.7 per cent 
higher than in the first nine months of last year. The 
trade surplus for the period January-September 1960 
was DM 3.4 billion, compared with DM 3.7 billion in 
the corresponding period of 1959. As the unit values of 
both exports and imports remained practically un- 
changed, the volume of Germany’s foreign trade in- 
creased at about the same rate as the value. 
Source: Bulletin des Presse- und Informationsamtes der 
Bundesregierung, Bonn, Germany, October 18, 
1960. 


Far East 


Malayan Trade Surplus 

In the first eight months of 1960, the Federation of 
Malaya and Singapore had a favorable trade balance 
of M$560 million; this was M$121.6 million more than 
the surplus in the corresponding period of 1959. Pan- 
Malayan exports from January to August this year 
amounted to M$1,975 million and imports were 
M$1,415 million. The total trade was M$772 million 
more than that in the same period last year. 
Source: The Straits Budget, Kuala Lumpur, Malaya, 

October 5, 1960. 


Interest Rates in Cambodia 
Cambodia’s Higher Planning Council has reduced 
the interest rates on loans granted by the National 
Equipment Fund for development purposes. The rate 
on medium-term loans to private firms and individuals 
was reduced from 6 per cent to 3 per cent for agricul- 
tural loans, and from 6 per cent to 4 per cent for 
industrial loans; similarly, the rates on long-term loans 
were reduced from 7 per cent to 4 per cent for agri- 
cultural loans, and from 7 per cent to 5 per cent for 
industrial loans. The short-term and medium-term inter- 
est rates on loans to government agencies were left 
unchanged at 2 per cent and 3 per cent, respectively; 
the long-term rate was reduced from 3.5 per cent to 
3 per cent. 
Source: Banque Nationale du Cambodge, Bulletin 
Mensuel, Phném-Penh, Cambodia, May 1960. 


Minimum Reserve Requirements for Indonesian Banks 
Effective October 15, 1960, Indonesia reintroduced 


minimum reserve requirements for all banks; these 
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requirements had been suspended in August 1959 when 
the Government introduced a series of measures to 
combat inflation and improve the country’s foreign 
exchange position (see this News Survey, Vol. XII, 
p. 79). Under the new regulations, banks are required 
to keep cash reserves amounting to a minimum of 30 per 
cent of their deposit and other current liabilities. At least 
one third of the minimum reserves must be in the form 
of current account balances with the Bank Indonesia; 
the rest may consist of cash held in the banks’ vaults 
and/or positive current account balances held with 
other banks. All banks must conform to these require- 
ments not later than January 15, 1961; in the event of 
failure to maintain the required minimum reserves, pen- 
alty rates will be charged. A 6 per cent penalty rate will 
apply to failures to maintain the prescribed liquidity for 
periods of up to three months, and a 9 per cent rate for 
such failures for periods of from three to nine months; 
failures for longer periods will result in the withdrawal, 
either temporarily or permanently, of banks’ operating 
permits. Simultaneously with the reimposition of the 
minimum reserve regulation, the Government withdrew 
the regulation of April 12, 1960, which required that a 
bank’s loans be limited to the amount of its credits 


outstanding at the end of February 1960. 
Source: Indonesian Observer, Dijakarta, 


October 24, 1960. 


Indonesia, 


United States 


Capital Outlays Abroad of U.S. Companies 

According to a study reported by the Commerce 
Department in the October issue of the Survey of Cur- 
rent Business, capital outlays abroad by U.S. companies 
are expected to reach $3.9 billion in 1960. This would 
be slightly higher than the 1959 total but substantially 
below the 1957 peak of $4.8 billion. 


Manufacturing firms estimate that their outlays 
abroad for plant and equipment will total $1.3 billion 
in 1960, about 15 per cent higher than in 1959. Invest- 
ment by the petroleum industry is expected to continue 
at the 1959 rate of about $1.6 billion, compared with 
the extraordinarily high total of $2.3 billion in 1957. 
Because of the completion of some large projects in 
Latin America, investment by mining companies in 1960 
($358 million) is expected to be about 17 per cent less 
than in 1959. Scheduled expenditures by other industries 
are relatively unchanged, at about $0.6 billion. 


Investment in Europe by U.S. manufacturing firms, 
which has been rising sharply, is expected to be about 
40 per cent of their total investment abroad in 1960. 
Such outlays scheduled for the United Kingdom this 
year are about the same as in 1957; those scheduled for 
the countries of the European Economic Community 
are considerably larger than in 1957 and probably at 


a new high. Investment in Latin American countries has 
increased substantially during the past three years. 

In 1959, U.S. manufacturing, petroleum, and mining 
companies required $4.8 billion to finance additions to 
fixed and other assets abroad. More than half of these 
funds was provided by the foreign enterprises out of 
retained earnings and depreciation and depletion 
charges. External financing amounting to $1.2 billion 
was supplied by parent companies and others in the 
United States, and $0.9 billion by foreign creditors and 
investors. 

For many U.S. manufacturing industries, expenditures 
abroad comprise a sizable proportion of over-all outlays 
for plant and equipment. For example, investment 
abroad accounts for 15 per cent of the total for the 
chemical and electrical machinery industries, 20 per 
cent for the automotive and other transportation equip- 
ment industries, and more than 25 per cent for the 
rubber products industry. 

Source: Department of Commerce, Press Release, 
Washington, D.C., October 25, 1960. 


Other Countries 
Wool Prices in Australia 


The increase in wool prices in Australia that occurred 
in September (see this News Survey, Vol. XII, p. 536) 
was not maintained in October; toward the end of the 
month, prices had fallen by about 2% per cent. The 
Japanese import quota for wool for the year ending 
March 1961 is 204,000 bales less than the quota for the 
year ended March 1960; however, during October Jap- 
anese buyers were the major bidders at most auctions. 
Buying from Bradford, England, was lagging; this may 
have been part of a policy to avoid clashes with Jap- 
anese competitors. In addition, the continued large 
stocks of wool in Bradford may have assisted in keeping 
buying low. Participation by other European interests 
has been keen. Eastern European buyers, including some 
who were purchasing for the U.S.S.R., provided effective 
support at most sales. Mainland China, however, has 
still to enter the market. The average price for wool in 
the three months ended September 1960 was 47.674. 
(Australian) per pound, almost 20 per cent less than 
in the corresponding period of 1959, 
Source: National Bank of Australasia, Wool Letter, 

Melbourne, Australia, October 22, 1960. 


New Zealand Credit Policy 

The reserve ratio of New Zealand trading banks was 
raised on November 7 from 34 per cent to 36 per cent 
of demand liabilities; the ratio had been lowered from 
38 per cent to 34 per cent on September 9 (see this 
News Survey, Vol. XII, p. 536). Against time liabilities 
the ratio remains at 10 per cent. Demand for bank credit 
has been rising during the whole of 1960; during 
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October overdrafts averaged 12 per cent higher than a 

year ago. The banks have now been requested to reduce 

substantially the rate at which new overdrafts are 

granted and to ensure that existing advances are repaid 

when due. 

Source: The Times, London, England, November 4, 
1960. 


Agricultural Cooperatives in Ghana 

Revieving the cooperative movement in agriculture in 
Ghana, an article in West Africa describes the various 
kinds of cooperative farming now envisaged. One 
covers farmers who will own a plot collectively, will 
work together, and will share the proceeds. The second 
covers farmers who will own plots individually but 
whose plots will adjoin each other so that mechanized 
equipment can be used on them. Each individual in 
such a cooperative will share the cost of hiring tractors 
from pools that are being set up by the Ghana Farmers’ 
Council (organized in 1953 and now having 200,000 
members). A third kind of cooperative will consist of 
large farming settlements, financed by the Government 
and organized by the Farmers’ Council. It is hoped that 
20 large-scale cooperative farms will eventually be 
established. Some have already been started in the 
north of Ghana; each settlement comprises about 100 
families engaged in the growing of soya beans, ground- 
nuts, cotton, and maize in rotation. The cooperative 
settlements cover not only production but also the proc- 
essing and marketing of crops, the purchase of supplies, 
and the accumulation of funds for further capital ex- 
pansion. Under a similar scheme for rubber production, 
four settlements have been started in the Western 
Region. 

An Industrial Cooperative has been formed to build 
factories for canning, for producing tomato purée, for 
extracting oil, and for milling rice and corn. Shares in 
these factories may be purchased, though basically the 
enterprises are financed by the Industrial and Credit 
Bank. Other innovations that have been proposed in- 
clude Consumer Cooperative Stores, which will sell 
goods to farmers, and an expansion of the Farmers 
Mutual Cooperative Insurance Scheme to cover medical 
expenses. 

The Ghana Farmers’ Council believes that “organized 
marketing coupled with a stabilized price is the surest 
stimulus to production of crops on 4 commercial basis.” 
It seems logical that cooperatives will take over market- 
ing. This is possibly the most important aspect of the 
whole cooperative movement; in fact, the farmers’ co- 
operatives are now moving toward the marketing of 
such commodities as eggs, meat, and vegetables for 
local consumption. The Farmers’ Council hopes that 
the Cocoa Marketing Board will soon be reconstructed 
to deal not only with cocoa but with all agricultural 
products. 


With the financial support given by the Government 
in the form of credits, farm production is expected to 
increase: 50,000 tons more cocoa are looked for this 
year and 4 million more bunches of bananas a year by 
1962; 10,000 acres of rubber are to be planted by 1963. 
It is also hoped that output of cereals and vegetables, 
and of poultry and pork, will be increased sufficiently 
to meet all the needs of the country. 


West Africa, London, England, October 22, 
1960. 


Source: 


Fund Alternate Executive Directors 


The following Alternate Directors of the Fund have 
been appointed by the Executive Directors who were 
elected at the 15th Annual Meeting (see this News 
Survey, Vol. XII, p. 528): 

Gabriel Kielland, formerly Director of the Economic 
and Statistical Department of the Bank of Norway, has 


been appointed Alternate to Thorhallur Asgeirsson 
(Iceland). 


Moritada Kumashiro (Japan), formerly Assistant 
Chief, Far Eastern Division, Asian Department of the 
International Monetary Fund, has been appointed Alter- 
nate to Gengo Suzuki (Japan). 





The following Alternate Directors, who were mem- 
bers of the Fund Executive Board at the time of the 
15th Annual Meeting, will continue to serve: Costa P. 
Caranicas (Greece), Gabriel Costa Carvalho (Brazil), 
Albert Mansour (United Arab Republic), Jorge A. 
Montealegre (Nicaragua), F. C. Pryor (Australia), 
C. L. Read (Canada), I-Shuan Sun (China), Maurice 
Toussaint (Belgium), Javier Urrutia (Chile), and 
H. M. H. A. van der Valk (Netherlands). 


The following Alternates appointed by the Executive 
Directors directly nominated by their countries will also 
continue to serve: John §. Hooker (United States), 
Helmut Koinzer (Federal Republic of Germany), G. J. 
MacGillivray (United Kingdom), I. G. Patel (India), 
and Jacques Waitzenegger (France). 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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19th and H Streets, N.W. Washington 25, D. C. 








